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NATIONAL ASSOCIATION OF MUTUAL SAVINGS BANKS 
. . 

BOSTON, MASSACHUSETTS 

. MAY 12, 1975 

AT MY SWEARING-IN CEREMONIES BARELY TWO MONTHS AGO, 
. . . 

PRESIDENT FoRD STATED THAT THEREAFTER ANYONE WHO HAD A 

COMPLAINT ABOUT HOUSING SHOULD "HEAD FOR THE HILLS", THAT 

BIT OF PRESIDENTIAL ADVICE HAS BEEN WELL-HEEDED. ·IN THESE 

PAST 8 WEEKS I CAN TELL YOU THAT THE COViPLAINTS HAVE NOT 

ONLY HEADED FOR, BUT HAVE ARRIVED AT "THE HILLS". Bur, 
( THE SOLUTIONS ARE TAKING A SOMEWHAT SLOWER PATH. l AM GLAD 

TO BE HERE WITH YOU TODAY TO SHARE MY THOUGHTS ON THE PROBLErtS 

OF THE HOUSING INDUSTRY. 

THE HOUSIN~ INDUSTRY FACES BOTH LONG AND SHORT-TERM 

PROBLEMS. OUR SHORT-TERM PROBLEM IS THE CURRENT SLUMP IN 

HOUSING STARTS AND MORTGAGE LENDING, OF WHICH YOU ARE ALL 

TOO \'/ELL AWARE, 

THAT SHORT-TERM PROBLEM, AS PRESSING AS IT MAY BE,- IS 

ONLY A SYMPTON OF THE REAL ILLS OF THE HOUSING AND MORTG~GE 

FINANCE SECTORS OF THE ECONOMY. 
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HOUSING IS A CAPITAL INTENSIVE INDUSTRY. THUS,, WHEN 

INTEREST RATES RISE,, MONEY FLOWS OUT OF THRIFT INSTITUTIONS 

LIKE YOUR OWN,, CREATING A SCARCITY OF MORTGAGE FUNDS AND A 

~ESULTING DECLINE IN HOUSING STARTS. THE CURRENT DOWNTURN 

IN THE HOUSING INDUSTRY IS ONLY THE LATEST MANIFESTATION OF 

THIS CYCLE, THUS,, THE REAL PROBLEM OF THE HOUSING INDUSTRY 

IS NOT ITS CURRENT SLUMP,, BUT ITS VULNERABILITY TO ECONOMIC 

CYCLES, 

WE f\LRE/;DY HAVE THE BASIC TOOLS TO ALLEY I ATE THE SYMPTONS. 

THE EMERGENCY HOME PURCHASE ACT OF 1974 GAVE THE SECRETARY 

DISCRETIONARY AUTHORITYJ THROUGH THE GOVERNMENT NATIONAL 

i'10RTGAGE ASSOCIATION,, AFFECTIONATELY CALLED GINNIE MAE,, TO 

OP,ERATE A TAl~DEM PROGRAM. UNDER THIS PLAN,, GNMA MAKES 

COMMITMENTS TO PURCHASE,, THEN PURCHASES FROM LENDERS,, MORTGAGES 

WRITTEN AT AN INTEREST RATE DETERMINED BY A STATUTORY FORMULA,, 

WHICH,, TODAY,, IS 8 PERCENT, 
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GNMA THEN SELLS THESE MORTGAGES TO THE FEDERAL NATIONAL 

MORTGAGE CORPORATION, AFFECTIONATELY CALLED FANNIE MAE, OR 

TO PRIVATE INVESTORS, AT AUCTION, ABSORBING THE DIFFERENCE 

BETWEEN THE PURCHASE AND SALE PRICE AS A SUBSIDY. THE TANDEM 

PROGRAM THUS NOT ONLY PROVIDES A SHALLOW .SUBSIDY FOR MORTGAGE 

LOANS, BUT ALSO INCREASES THE TOTAL AMOUNT OF FUNDS AVAILABLE 

FOR. MO~TGAGE CREUIT. 

DURING THE PAST YEAR, GINNIE f·1AE MADE COMMiTMENTS TO BUY 

$12.5 BILLION DOLLARS IN TANDEM PLAN MORTGAGES AT BELOW MARKET 

INTEREST RATES. To DATE, WE HAVE PUR~HASED ABOUT $2.5 BILLION 
.. 

DOLLARS OF MORTGAGES LEAVING OVER $9,5 BILLION STILL IN THE 

PIPELINE FOR PURCHASE,: 

A GOOD PROPORTION OF THE COMMITMENTS HAVE BEEN ALLOCATED 

FOR $PRING AND SUMMER HOUSING STARTS, WHICH SHOULD GIVE A 

DESIRABLE BOOST TO THIS YEAR'S· HOUSING CONSTRUCTION. 

HUD SUPPORTS PENDING LEGISLATION WHICH WOULD INCREASE 

OUR TANDEM AUTHORITY AND EXTEND ITS AVAILABILitY FOR ANOTHER 

YEAR, TO OCTOBER 1976. HUD ALSO FAVORS EXTENSIONS OF T~E ACT 

TO AUTHORIZE THE PURCHASE OF MORTGAGES COVERING MULTI-FAMILY 

PROJECTS, AND INDIVIDUAL CONDOMINIUM UNITS, WliICH ARE NOT 

FH/\- INSURED, /';:.~r<. · . 
/Q 

t..' '} 

t ;;j ~: ' 
\ ,;:> ,"ii'"} \') y ··,..____.... 



-":. - '-~- . 

__ ...,,_,,,, .. --~·-··-- ----· -·- .;. .. .i--·-·-..... -~·---·~--···-~-W-- .. ···-----~·-·:--• -·------------.... -----------.. .-.-...I! b-~-............ ~,,, 

•. 

( 

. 

.·~ 

-4-

THAT EXTENDED AUTHORITY SHOULD GIVE US A FLEXIBLE AND 

LOW-COST MEANS TO ASSIST THE MORTGAGE CREDIT MARKET) WITHOUT 

SIMULTANEOUSLY SETTING THE STAGE FOR FURTHER INFLATION-INDUCED 

r·:CJRTG!\GE CREDIT SHORTAGES, 

THE VIRUTE OF THE TANDEM PLAN IS THAT IT IS A MORE SIMPLE) 

AND INEXPENSIVE MEANS OF INJECTING MONEY INTO THE MORTGAGE 

~A~KET THAN VARIOUS SUBSIDY PROPOSALS CURRENTLY BEING CONSIDERED. 

J.'.rrn,, r·:OST Il-':?OFZTANTLYJ IT CAN BE QUICKLY IMPLEMENTED. HENCE) 

lT IS WELL ADAPTED TO THE RAPIDLY CHANGING MARKET CONDITIONS 

WHICH CHARACTERIZE THE HOUSING INDUSTRY, 

JN CONTRAST) CONGRESS HAS REACTED TO THE CURRENT SLUMP 

\-l!TH A MASSIVE OMNIBUS HOUSING ASSISTAr~cE BILL) CONTAINING 

A WIDE VARIETY OF. NEW) COMPLEX AND EXPENSIVE INTEREST SUBSIDIES 

FOR HOME PURCHASERS, IN WASHINGTON) A CONFERENCE COMMITTEE 

IS HAMMERING OUT THE DETAILS OF THIS MASSIVE NEW SPENDING 

~-1r:;i.suRE, BETWEEN T~IEMJ THE HousE AND THE SEN/\TE HAVE PASSED 

PROVISIONS WITH A PRICE TAG WHICH COULD EXCEED $2,4 BILLION 

DOLLARS. 
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WE DO NOT BELIEVE THAT SUCH MASSIVE NEW SPENDING IS 

REQUIRED. To THE CONTRARYJ WE FEAR THAT SUCH SPENDING 

THREATENS THE INCIPIENT RECOVERY OF OUR ECONOMY ANDJ MORE 

IMPORTANTLYJ HOLDS THE PROMISE OF ANOTHER INFLATIONARY 

CYCLE THAT WILL EXACERBATE THE HISTORICAL S\·HNGS OF THE 

HOUSING· INDUSTRY. 

'FORCING TREASURY BORROWING ABOVE A TOLERABLE LEVEL 

WILL DEPLETE AVAILABLE CAPITALJ AND DRIVE UP THE COST OF 

MONEY TO THE POINT WHERE THE ECONOMY WILL AGAIN PLUMMET. 

LEADING THE PLUNGE·J· AS ALWAYS,,· WILL BE HOUSING. ·1T 1s 

.FEAR OF ANOTHER suc;H PLUNGE. THAT ACCOUNTS FOR PRESIDENT 

FORD'S GREAT CONCERN WITH THE PROSPECT OF AN UNRESTRAINED 

BUDGET DEFICIT. 

(ONGRES~' REACTION TO THE HOUSING CRISIS REMINDS ME 

OF THE AIRLINE PILOT WHO PROUDLY ANNOUNCES TO HIS PASSENGERS.1 

~WE HAVE A GOOD TAILWIND" PERFECT WEATHERJ WE ARE BREAKING 

ALL COMMERCIAL SPEED RECORDS." "Bur WE'RE LOST." THE ~ILL'S 
LACK OF FOCUS MAKES ONE WONDER IF CONGRESS REALLY KNOWS WHERE 

. . . 
IT'S GOINGJ ALTHOUGH IT'S GOING THERE FULL SPEED AHEAD. 

''-~ 
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PRODUCT I Sue! I A STUDY \-WIJLD f;[ If-lf'ORT,\l \ T 

TO OUI< RESEJ-\RCll STlJDIES Ui-!DEi=: i·U,'f, l11t.:S!.:: STUDIES 

INSIGllTS Af\!D 

C I l I C I SM 0 F TH i: PR I VAT E S EC T 0 R A R E I f D 1 S F' E :< / -13 LE T 0 THE S E 

EHDf:f', VORS , I 1_ L r rn T 1-:i: s r T /\ r r: ·ro cr 1 1 u·)o:' u.r:..L '· '-- _ r . , , , ,_ 1 I u . , 

AssoCIATIOf1l FOR ASSIST.L\NCE HJ THr= MONTHS. 

THANK YOU. 




